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GREAT  BRITAIN  bases  its  hope  of  victory  in  the 
European  war  on  its  ability  to  utilize  the  vast  eco¬ 
nomic  resources  of  both  Empire  and  neutral  coun¬ 
tries,  as  well  as  its  own  industrial  capacity,  financial 
strength  and  maritime  supremacy.'  Germany  can 
successfully  challenge  the  Empire’s  superiority  in 
economic  potential  only  if  it  blockades  the  British 
Isles  and  obtains  essential  raw  materials  from  east¬ 
ern  Europe  or  the  Soviet  Union.  Since  the  conflict 
thus  far  has  been  fought  almost  entirely  on  sea  and 
in  the  air,  the  British  Dominions — with  the  excep¬ 
tion  of  Eire,  which  has  adopted  neutrality — are  pre¬ 
paring  to  furnish  foodstuffs,  raw  materials,  special¬ 
ized  manufactures,  airplanes  and  pilots.  Until  mass 
offensives  become  necessary  on  the  Western  front, 
the  Dominions  are  concentrating  on  naval  and  air 
defenses  and  training  small,  mobile  land  forces, 
rather  than  the  large-scale  expeditionary  forces 
which  they  sent  to  Europe  during  the  World  War. 

In  terms  of  both  man  power  and  economic  po¬ 
tential,  the  Dominions  are  far  better  prepared  than 
in  1914  to  defend  their  own  territories  and  to  assist 
the  United  Kingdom.  During  the  World  War, 
Canada  mobilized  628,964  men,  of  whom  422,405 
were  sent  overseas;  Australia  trained  416,809  men, 
or  one-twelfth  of  its  population,  and  sent  331,781 
to  Europe  and  Asia  Minor.^  New  Zealand  mobil¬ 
ized  128,525  men,  of  whom  98,950  — or  40  per 
cent  of  the  male  population  between  20  and  45 
years  of  age — went  overseas.^  The  Union  of  South 
Africa  called  up  228,907  troops,  both  white  and  col¬ 
ored,  of  whom  a  considerable  proportion  partici¬ 
pated  in  the  German  Southwest  Africa  campaign.'* 
The  total  war  expenditures  of  these  Dominions — 
to  March  31,  1919 — was  estimated  as  follows: 


Canada,  $1,277,273,000  (about  ;(i255,454,6oo);  Aus¬ 
tralia,  ^288,000,000;  New  Zealand,  75,750,000; 
South  Africa,  ^y2,^o,ooo.^  1 

Although  the  United  States  proved  the  most 
valuable  arsenal  for  Great  Britain  during  the 
World  War,  the  Dominions  provided  impressive 
economic  support,  particularly  with  respect  to  food¬ 
stuffs  and  raw  materials.  Of  Great  Britain’s  im¬ 
ports  totaling  ^1,316.1  million  in  1918,  foreign  1 
countries  supplied  ;(^893.i  million  and  Empire 
countries  ;^423  million.^  These  total  imports  were  s 
divided  as  follows:  (in  millions)  >^569.8  in  food¬ 
stuffs,  of  which  403.4  came  from  foreign  coun¬ 
tries  and  166.4  front  the  Empire;  458.4  in  raw 
materials  and  semi-manufactures,  of  which  ;([28i.8 
came  from  foreign  countries  and  176.6  from  the 
Empire;  and  ^^280.1  in  manufactures,  of  which 

203.1  came  from  foreign  countries  and  only 
from  the  Empire.^ 

Canada’s  contribution  in  the  first  years  of  the  war 
consisted  primarily  of  foodstuffs:  United  Kingdom 
imports  of  Canadian  wheat  totaled  21,551,000 
bushels  in  1916,  18,408,300  bushels  in  1917,  and 
15,968,700  in  1918;  its  imports  of  Canadian  bacon 
totaled  1,767,085  cwts.  in  1917,  and  1,719,736  cwts. 
in  1918.®  In  1918  Canada  supplied  manufactures 
valued  at  £^2.1  million,  of  which  arms  and  ammu¬ 
nition  amounted  to  >^45.4  million.  The  United 
Kingdom  imported  chiefly  pastoral  and  agricultural 
products  from  Australia;  its  imports  of  Australian 
wool  averaged  over  300  million  pounds  during  the 
four  war  years;  its  imports  of  Australian  wheat 
reached  a  peak  of  9,243,700  cwts.  in  1917;  and  its 
imports  of  Australian  butter  rose  to  540,072  cwts. 
in  1918.^  British  imports  of  New  Zealand  goods— 
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largely  butter,  cheese,  mutton  and  wool — averaged 
^28.9  million  between  1915  and  1918,  while  its 
imports  from  South  Africa  were  much  smaller.*” 

In  the  present  conflict,  therefore,  the  self-govern¬ 
ing  Dominions  may  be  expected  to  play  an  im- 
prtant  part,  especially  if  the  war  continues  several 
year':.  This  report  briefly  surveys  the  military  prep¬ 
arations  and  economic  potential  of  each  Dominion. 

CANADA 

In  September  1939  the  Dominion  of  Canada  de- 
j  layed  its  declaration  of  war  for  one  week,  in  order 
)  that  the  Government — in  accordance  with  promises 
frequently  made  by  Prime  Minister  W.  L.  Mac- 
)  kenzie  King — could  consult  Parliament,  which  met 
i  on  September  7  in  special  session.**  On  September 
i  9  a  declaration  of  war  was  adopted  unanimously 
by  the  Senate  and  almost  unanimously  by  the 
\  House  of  Commons,  and  on  the  following  day  it 
received  the  assent  of  the  King.*^  Prior  to  the 
Munich  accord  and  Germany’s  expansion  into  east- 
I  ern  Europe,  considerable  sentiment  had  existed  in 

I  favor  of  isolation  and  neutrality.*^  Loyalty  to  the 
Empire,  enhanced  by  the  visit  of  King  George  VI 
and  Queen  Elizabeth  during  the  spring  of  1939, 
was  increased  in  Canada  by  Germany’s  occupation 
of  Prague  and  Nazi  demands  on  Poland,  and  par¬ 
ticularly  by  the  German-Soviet  pact  of  August  23, 
1939.  The  major  obstacle  to  Canada’s  collaboration 
with  Great  Britain  was  removed  in  the  Quebec 
elections  of  October  25,  when  Premier  Maurice 
Duplessis  was  overwhelmingly  defeated  by  Adelard 
;  Godbout,  the  Liberal  candidate.*"*  M.  Duplessis, 
f  whose  Union  Nationale  in  1936  had  ousted  the 

I  Liberals  after  forty  years  of  power,  promoted 
French  Canadian  “nationalism”  and  opposed  cen¬ 
tralization  of  power  under  the  Federal  govern¬ 
ment.**  While  the  Provincial  election,  which  was 
marked  by  a  confusing  mixture  of  domestic  and 
foreign  affairs,  indicated  that  the  French  Canadians 
would  support  the  Mackenzie  King  government 
I  for  the  duration  of  the  war,  it  did  not  presage  con- 

Iscription.  Both  the  victorious  and  defeated  candi¬ 
dates,  as  well  as  Paul  Gouin,  head  of  a  third  party, 
10.  Ibid.,  vol.  II,  pp.  435-36. 

n.  Cf.  Edgar  Packard  Dean,  “Canada  at  War,”  Foreign 
A§airs,  January  1940,  pp.  292-304. 

12.  Cf.  October  31,  1939  broadcast  by  W.  L.  Mackenzie 
“The  Organization  of  Canada’s  War  Effort:  Parliament 
j  and  the  Government”  (Ottawa,  King’s  Printer,  1939),  p.  4. 

Cf.  October  27,  1939  radio  broadcast  by  W.  L.  Macken¬ 
zie  King,  “The  Issue  in  the  Present  War”  (Ottawa,  King’s 
Printer,  1939),  p.  13.  Cf.  also  James  Frederick  Green,  “Canada 
in  World  Affairs,”  Foreign  Policy  Reports,  July  i,  1938,  pp. 
94-95- 

■4.  The  New  Yorf^  Times,  October  26,  1939. 

I  >5-  Cf.  James  Frederick  Green,  “(^nada’s  Political  Problems,” 
foreign  Policy  Reports,  September  15,  1939,  pp.  152-55. 


vigorously  condemned  conscription,  which  had 
created  deep  resentment  in  Quebec  during  the 
World  War.  Charges  that  the  Ottawa  government’s 
war  preparations  were  inefficient  were  soon  made, 
especially  in  Ontario,  where  the  Provincial  legisla¬ 
ture  on  January  i8,  1940  passed  a  resolution  of  cen¬ 
sure.  To  deprive  the  Conservative  opposition  of  the 
opportunity  for  debate  and  questions,  and  to  head 
off  the  party  criticism  of  Premier  Mitchell  Hepburn 
of  Ontario,  Mr.  Mackenzie  King  on  January  25  un¬ 
expectedly  secured  the  dissolution  of  Parliament 
and  called  a  special  election  for  March  26.*** 

On  September  ii  the  Canadian  Parliament  fol¬ 
lowed  its  declaration  of  war  by  passing  a  War  Ap¬ 
propriation  Bill  for  $100,000,000.***  Anticipating  a 
deficit  of  about  $156,000,000  for  the  current  fiscal 
year,  it  increased  import  and  excise  charges,  and 
introduced  special  taxation  and  surcharges,  includ¬ 
ing  an  excess  profits  tax.  According  to  the  Finance 
Minister,  Canada’s  defense  expenditures  in  the  first 
year  of  the  war  will  total  $363,000,000,  or  an  aver¬ 
age  of  $1,000,000  a  day.*^  This  total  includes  $315,- 
000,000  for  the  regular  services — or  50  per  cent  more 
than  Canada  spent  in  the  first  twenty  months  of 
the  World  War — and  $48,000,000  as  the  Dominion’s 
share  of  the  Empire  training  project  up  to  Sep¬ 
tember  I,  1940. 

On  October  12,  1939  the  Government  launched 
its  first  war  loan  of  $200,000,000  two-year  notes  at 
2  per  cent,  to  be  sold  at  par  to  the  chartered  banks 
and  used  largely  for  repatriation  of  Dominion 
stocks  held  in  Great  Britain.*®  The  first  long-term 
financing  was  begun  on  January  15,  1940,  when 
bonds  totaling  $200,000,000 — bearing  3*/^  per  cent 
interest  and  maturing  in  1948-1952 — were  offered  to 
the  general  public.***  The  Finance  Minister  declared 
that  total  savings  deposits  in  the  chartered  banks 
were  at  a  record  level  of  $1,700,000,000,  distributed 
in  4,000,000  accounts,  and  indicated  that  further 
loans  would  be  offered  the  public.  The  war  will 
add  greatly  to  the  heavy  public  indebtedness  of  the 
Dominion,  provinces  and  municipalities,  which  on 
January  i,  1940  totaled  $7,715,161,410,  in  comparison 
with  $7,449,566,213  in  1938  and  $7,267,290,242  in 
1938.^”  The  amount  of  direct  Dominion  bonds  out¬ 
standing  at  the  beginning  of  1940  was  $3,416,701,- 
063,  exclusive  of  Treasury  bills,  while  guaranteed 
obligations  were  $1,103,019,230.  The  direct  and 
guaranteed  obligations  of  provincial  governments 
totaled  $1,902,810,257,  while  municipal  debts 

15a.  The  New  Yorl(  Times,  January  26,  28,  1940. 

16.  Ibid.,  September  12,  1939. 

17.  Ibid.,  November  25,  1939. 

18.  New  Yor!^  Herald  Tribune,  October  13,  1939. 

19.  The  New  Yor^  Timer,  January  15,  1940. 

20.  New  Yorh  Herald  Tribune,  January  6,  1940. 
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amounted  to  $1,292,630,859.  The  Dominion  gov¬ 
ernment,  whose  indebtedness  is  over  nine  times 
that  of  1914,  enters  this  war  in  a  weaker  financial 
position  than  it  did  the  World  War,  especially  since 
the  debt  rate  of  increase  since  1921  has  been  double 
the  rate  of  increase  in  national  income.^’ 

In  extensive  efforts  to  mobilize  Canada’s  eco¬ 
nomic  resources,  the  Government  immediately  es¬ 
tablished  a  Wartime  Prices  and  Trade  Board,  with 
power  to  prevent  excessive  price  rise;  a  Foreign 
Exchange  Control  Board,  to  fix  exchange  rates, 
regulate  foreign  trade,  and  control  transactions  in 
foreign  securities;  and  boards  for  control  of  wheat, 
wool,  and  war  supplies.^^  A  shipping  board  was  in¬ 
stituted  on  December  20,  1939. 

Although  Canada  is  avoiding  conscription  and 
concentrating  on  home  defenses,  its  first  expedition¬ 
ary  force,  totaling  about  20,000  men,  arrived  in 
England  on  December  17,^^  and  recruitment  for  a 
second  division  began  in  January  1940.  The  Cana¬ 
dian  Navy,  which  in  October  augmented  its  fleet 
of  6  destroyers  and  4  mine-sweepers  by  securing 
from  Britain  the  flotilla  leader  Assiniboine,  has  re¬ 
quisitioned  40  commercial  vessels  for  naval  service, 
and  ordered  38  new  anti-submarine  and  aircraft 
salvage  craft.^"*  The  Royal  Canadian  Air  Force, 
which  at  the  beginning  of  December  contained 
about  1,500  officers  and  15,000  men,  is  being  ex¬ 
panded  rapidly.^'  Bomber  reconnaissance,  coast  ar¬ 
tillery  cooperation,  and  fighter  squadrons  are 
patrolling  the  Dominion’s  harbors  and  sea  lanes 
on  both  the  Atlantic  and  Pacific.’^ 

Canada’s  most  ambitious  project,  however,  in¬ 
volves  training  an  Empire  Air  Force.  Under  an 
agreement  negotiated  by  the  United  Kingdom  and 
the  Dominions — to  run  until  March  31,  1943,  or 
about  3*/^  years — the  total  cost  is  estimated  at  $600,- 
000,000,  of  which  Canada’s  share  is  $350,000,000.^^ 
For  the  year  ending  September  i,  1940,  the  cost 
will  amount  to  $90,000,000,  of  which  Canada  will 
pay  $48,000,000.  A  total  personnel  of  39,003,  entirely 
Canadian,  will  be  required  to  maintain  the  training 
schools,  which  are  expected  to  turn  out  about  5,000 
pilots  and  technicians  the  first  year,  10,000  the  sec¬ 
ond,  and  20,000  the  third.  Most  of  the  aircraft,  in¬ 
cluding  engines  and  spares,  will  be  supplied  by 
Great  Britain,  while  light  aircraft  and  other  equip- 

21.  The  Annalist,  January  4,  1940. 

22.  The  New  Yorh  Times,  October  i,  1939. 

23.  Ihid.,  December  18,  1939. 

24.  New  Yorh  Herald  Tribune,  October  15,  November  12, 
1939. 

25.  Ihid.,  December  21,  1939. 

26.  Canada,  Department  of  National  Defense,  Press  Liaison 
Office,  Release  No.  toj,  December  6,  1939. 

27.  Canada,  Public  Information  Office,  Press  Release,  Decem¬ 
ber  18,  1939. 


ment  will  be  made  in  Canada  and  included  in  the 
general  cost  of  the  Joint  training  program.  The  cost 
is  to  be  divided  between  Canada,  Australia  and 
New  Zealand,  in  proportion  to  the  number  of 
pupils  trained,  but  a  large  majority  of  the  pupils 
are  expected  to  be  Canadian. 

Canadian  produedon  of  airplanes,  munitions  and 
other  military  material  is  expected  to  expand  rapid¬ 
ly  during  the  war,  since  the  Dominion  factories  lie 
outside  the  German  bombing  range  and  have  access 
to  raw  materials,  electric  power  and  skilled  labor. 
Although  the  Finance  Minister  estimated  on  Janu¬ 
ary  14,  1940  that  Great  Britain  would  spend  be¬ 
tween  $400  million  and  $500  million  in  Canada  dur¬ 
ing  the  first  year  of  the  war,^®  neither  the  British 
nor  the  Dominion  government  desires  to  place 
large  orders  until  it  knows  what  products  are  most 
needed  in  Europe.  In  a  radio  broadcast  on  January 
7,  the  Minister  of  Transport,  Mr.  C.  D.  Howe,  de¬ 
clared  that  the  War  Supply  Board  is  spending  an 
average  of  $4,000,000  a  week  on  behalf  of  the  Cana¬ 
dian,  British  and  French  governments.^^'^'  The  Do¬ 
minion  is  now  manufacturing  1,282  airplanes  to  be 
fitted  with  engines  imported  from  Great  Britain 
and  the  United  States,  and  is  expyediting  produc¬ 
tion  of  military  equipment,  ammunition  and  tex¬ 
tiles.  Canadian  producers,  however,  are  anxious  to 
avoid  overexpansion  in  a  conflict  of  unknown 
duration  because  of  the  dangers  involved  in  a  post¬ 
war  depression  similar  to  that  of  1922. 

Despite  an  expected  increase  in  national  income 
and  consequently  in  revenues,  Canada  may  find 
that  its  wartime  expenditures  seriously  affect  an 
economy  peculiarly  dependent  on  international 
trade  and  investment.  It  is  possible,  of  course,  that 
Britain  will  be  compelled  to  liquidate  much  of  its 
capital  invested  in  Canada — estimated  at  $2,684,- 
800,000  in  1937^^ — and  thus  reduce  the  Dominion’s 
overseas  debt  and  the  strain  on  its  international  bal¬ 
ance  of  payments.  At  the  same  time,  Canada  will 
be  hampered  in  obtaining  raw  materials  and  manu¬ 
factures  from  the  United  States  on  a  cash-and-carry 
basis,  since  the  Canadian  dollar  has  already  depre¬ 
ciated — fluctuating  between  86  and  89  cents— and 
may  be  forced  to  repatriate  some  of  its  $1,097,600,- 
000  holdings  in  the  United  States. 

Canada’s  position  as  “Empire  arsenal”  is  com¬ 
plicated  by  uncertainty  regarding  the  future  role 
of  the  United  States,  which  can  now  compete  for 
Allied  orders  following  repeal  of  the  arms  embargo, 
but  has  restricted  its  trade  with  belligerents  by  credit 

28.  The  New  Yorl^  Times,  January  15,  1940. 

29-31.  Ibid.,  January  8,  1940. 

32.  Canada,  Dominion  Bureau  of  Statistics,  The  Canada  Vw 
Booh,  1939  (Ottawa,  The  King's  Printer,  1939),  pp.  oaO'i®- 
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and  shipping  embargoes.  American  capital  in  Can¬ 
ada,  estimated  at  $3,932,400,000  in  1937,^^  surpasses 
the  British  investment  and  plays  an  important 
part  in  Dominion  affairs.  Of  this  total,  a  large 
proportion  is  in  the  form  of  direct  investments.  It 
I  was  reported  in  1932  that  1,177  American-controlled 
or  affiliated  companies  in  Canada  employed  capital 
amounting  to  $2,167,249,508.^“*  The  805  manufactur¬ 
ing  companies  included  in  this  total  employed  cap- 
'  ital  of  $833,293,135,  and  accounted  for  24  per  cent 
i  of  Canadian  factory  production.  Since  many  im¬ 
portant  fields  of  Canada’s  production  are  dom¬ 
inated  by  American  firms,  its  ultimate  Economic 
contribution  to  the  war  will  to  some  extent  be  de¬ 
cided  in  the  United  States.  Although  the  Neutrality 
Act  of  1939  forbids  the  purchase  or  sale  of  belliger¬ 
ent  securities  in  the  United  States,  a  number  of 
Canadian  subsidiaries  of  American  corporations 
have  indicated  that  they  will  subscribe  to  the  Do¬ 
minion’s  first  war  loan,  on  the  ground  that  they 
have  the  status  of  Canadian  companies  and  earn 
their  funds  in  Canada.^^  This  economic  unity  of 
the  two  countries  is  enhanced  by  geographic  and 
plitical  considerations,  which  led  Colonel  Charles 
A.  Lindbergh  and  General  Hugh  Johnson,  among 
others,  to  protest  against  Canada’s  entrance  into 
the  European  conflict.  In  a  radio  address  on  Octo¬ 
ber  13,  1939,  which  brought  protests  from  both 
North  America  and  Great  Britain,  Colonel  Lind¬ 
bergh  charged  that  the  Dominion  was  endangering 
the  United  States  by  its  entrance  into  the  European 
war.’*^  Since  President  Roosevelt  had  guaranteed 
Canada’s  territorial  integrity  in  his  Kingston,  N.  Y., 
address  on  August  18,  1938,^^  it  is  not  outside  the 
realm  of  possibility  that  the  United  States  may 
eventually  find  its  neutrality  jeopardized  by  Cana¬ 
dian  belligerency. 

Canada’s  economic  war  potential  has  increased 
enormously  since  1914,  particularly  with  regard  to 
manufactures,  owing  to  rapid  expansion  during  the 
World  War,  additional  development  in  the  follow¬ 
ing  decade,  and  marked  recovery  in  recent  years.^® 
In  1937  Canadian  industrial  plant,  consisting  of 

33-  H'id.,  pp.  929-30. 

34.  Herbert  Marshall,  Frank  A.  Southard,  Jr.,  and  Kenneth 
W.  Taylor,  Canadian-American  Industry:  A  Study  in  Interna¬ 
tional  Investment  (New  Haven,  Yale  University  Press  for  the 
Carnegie  Endowment  for  International  Peace,  1936),  table  V, 
.  P-  J4- 
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36.  For  text  of  address,  cf.  New  Yorh  Herald  Tribune,  Octo- 

>  ber  14,  1939. 
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38.  For  a  comprehensive  survey,  cf.  H.  E.  Hansen,  “The  Eco¬ 
nomic  Position  and  Development  of  Canada,”  National  Indus- 
ir  Conference  Board,  The  Conference  Board  Record,  Octo- 
"^^3.  1939.  pp.  157-73. 


24,834  establishments,  represented  a  capital  invest¬ 
ment  of  $3,465,227,831  and  a  gross  output  of  $3,623,- 
159,500,^^  Its  chief  components,  in  terms  of  gross 
output,  ranked  as  follows:  vegetable  products, 
$672.5  million;  iron  products,  $622.5  million;  wood 
and  paper,  $597  million;  non-ferrous  metals,  $482.4 
million;  animal  products,  $449.7  million;  textiles, 
$400.3  million;  non-metallic  minerals,  $208.2  mil¬ 
lion;  chemicals,  $148.9  million;  miscellaneous,  $41.2 
million.“*°  While  factories  engaged  in  processing 
minerals  and  foodstuffs  headed  the  list  of  specific 
industries — non-ferrous  metal  smelting  and  refin¬ 
ing,  pulp  and  paper,  slaughtering  and  meat  pack¬ 
ing,  flour  and  feed  mills,  butter  and  cheese,  in  order 
of  output  by  gross  value — others  of  special  military 
importance,  such  as  automobiles,  petroleum  prod¬ 
ucts,  and  electrical  products,  ranked  very  high.'** 
Canada’s  mineral  production  totaled  $470,179,000 
in  1939,  an  increase  of  6  per  cent  over  $441,823,000 
for  1938,  and  an  increase  of  3  per  cent  over  the  pre¬ 
vious  record  output  of  $457,359,000  in  1937.“*^ 

Canadian  exports  have  shifted  rapidly  from  raw 
materials  to  manufactures,  particularly  refined 
metals,  in  the  past  two  decades,  and  may  be  ex¬ 
pected  to  contribute  heavily  to  Britain’s  wartime 
supplies."*^  The  British  government,  for  example, 
has  already  contracted  to  purchase  all  of  Canada’s 
zinc  and  lead  output,  as  well  as  420,000,000  pounds 
of  electrolytic  copper  annually — about  80  per  cent 
of  normal  production."*"*  It  has  also  agreed  to  take 
between  223,000,000  and  291,000,000  pounds  of 
Canadian  bacon  in  1940;  since  the  Dominion’s  nor¬ 
mal  export  is  about  185,000,000  pounds,  imports 
from  the  United  States  will  be  necessary  to  meet 
domestic  consumption."*'  The  following  agricultural 
and  mineral  products  will  prove  of  especial  im¬ 
portance  to  the  United  Kingdom  in  wartime: 

Cereals.  Canada’s  wheat  crop  totaled  180.2  million 
bushels,  valued  at  $184.6  million  in  1937;  and  350  mil¬ 
lion  bushels,  valued  at  $205.3  million,  in  1938.^^  Owing 

39.  The  Canada  Year  Booh,  t939,  cited,  p.  379. 

40.  Ibid.,  p.  383. 

4 1 .  Ibid.,  p.  409. 

42.  The  New  York.  Times,  January  7,  1940. 

43.  This  shift  is  partly  caused  by  the  decline  in  farm  prices. 
For  the  year  ending  March  31,  1938,  Canada’s  total  exports  of 
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divided  as  follows:  (in  millions)  agricultural  and  vegetable, 
$235.3;  animals  and  animal  products,  $136.1;  fibers  and  tex¬ 
tiles,  $14.2;  wood  and  paper,  $253.4;  iron  and  products,  $69.8; 
non-ferrous  metals,  $292.5;  non-metallic  minerals,  $29.3;  chemi¬ 
cals  and  allied  products,  $20.9;  miscellaneous,  $18.7.  The 
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46.  Unless  otherwise  noted,  all  figures  in  this  section  are  from 
The  Canada  Year  Book,  t939,  cited. 


278 


THE  BRITISH  DOMINIONS  AT  WAR 


to  a  large  crop — estimated  at  479  million  bushels — and 
a  carry-over  of  102  million  bushels,  the  Dominion 
entered  the  war  with  an  exportable  surplus  of  ap¬ 
proximately  41 1  million  bushels.'*^  The  Canadian  gov¬ 
ernment  protested  against  Britain’s  purchases  of 
Australian  and  Argentine  w’heat  at  cheaper  prices,  but 
refused  to  accept  a  fixed  price  for  the  duration  of  the 
war."*®  In  view  of  unfavorable  reports  regarding  Ar¬ 
gentine  and  American  crops,  however,  Canadian  pro¬ 
ducers  hope  to  profit  from  eventual  British  orders  at 
increased  prices.  Canada’s  exports  of  wheat  amounted 
to  227.9  million  bushels  in  1937  and  89.6  million 
bushels  in  1938,  of  which  the  United  Kingdom  took 
68  per  cent  and  77  per  cent,  respectively.  The  Do¬ 
minion’s  production  of  oats  totaled  268.4  million 
bushels  in  1937  and  371.3  million  in  1938;  its  output 
of  barley  amounted  to  83.1  million  bushels  in  1937 
and  102.2  million  bushels  in  1938. 

Gold.  Owing  to  the  rise  of  the  gold  price  in  1933, 
Canadian  production  increased  from  3,284,890  fine 
ounces  in  1935  to  4,715,480  fine  ounces,  or  11.8  per 
cent  of  world  production,  in  1938.  Canada’s  exports  of 
non-monetary  gold  bullion  amounted  to  2,188,199  fine 
ounces,  valued  at  $76  million,  in  1937,  and  2,472,166 
fine  ounces,  valued  at  $86.2  million,  in  1938. 

Copper.  In  copper  production,  Canada  now  ranks 
fourth  and  supplies  10  per  cent  of  world  output;  its 
production  has  increased  from  75  million  pounds  in 
1914  to  530  million  in  1937. 

Nicf^el.  With  regard  to  nickel,  Canada — the  world’s 
largest  producer,  supplying  almost  90  per  cent  of  total 
output — has  increased  its  production  from  45.5  million 
pounds  in  1914  to  224.9  million  in  1937.  Of  the  Do¬ 
minion’s  exports  valued  at  $61.9  million  in  1937-1938, 
the  United  Kingdom’s  share  amounted  to  $29.6  million. 

Other  Minerals.  Canadian  production  of  zinc  has 
also  increased  enormously,  from  7.2  million  pounds  in 
1914  to  381.5  million  pounds  in  1938,  or  10  per  cent 
of  total  world  production.  Canada’s  production  of 
lead,  II  per  cent  of  the  world  total,  rose  from  36.3 
million  pounds  in  1914  to  418.9  million  in  1938.  With 
regard  to  coal,  Canada’s  output  has  changed  only 
slightly,  increasing  from  13,637,529  tons  in  1914  to 
15,835,945  tons  in  1937.  Petroleum  output,  of  particu¬ 
lar  importance  in  wartime,  rose  from  214,805  barrels 
in  1914  to  6,956,229  barrels  in  1938.  Canada  also  ranks 
first  in  world  production  of  asbestos — producing  410,- 
028  tons,  or  58  per  cent  of  the  world  total,  in  1937 — 
as  well  as  in  production  of  radium  and  platinum 
metals. 

AUSTRALIA 

The  Commonwealth  of  Australia  had  no  hesita¬ 
tion  in  entering  the  European  war,  since  it  depends 

47.  Canadian  Bank  of  Commerce,  Monthly  Commercial  Letter, 
December  1939,  pp.  4-7. 

48.  The  Economist  (London),  December  30,  1939,  p.  508. 


in  the  last  resort  on  the  British  navy  for  defense  of 
its  territory,  overseas  trade,  and  restrictive  immi¬ 
gration  policy.'*^  Australia’s  security  has  been  seri¬ 
ously  jeopardized  in  the  past  two  decades  by  the 
rise  of  Japan  as  a  naval  power,  the  breakdown  of 
the  peace  structure  established  through  the  Wash¬ 
ington  treaties  and  the  League  of  Nations,  and 
Japanese  expansion  in  the  Far  East.’®  If  Germany 
should  capture  or  destroy  the  British  battle  fleet,  the 
Commonwealth  of  Australia  would  immediately 
become  vulnerable  to  its  only  potential  enemy, 
Japan,  unless  the  United  States  intervened  in  order  ' 
to  redress  the  Far  Eastern  balance  of  power. 

Australia  is  particularly  dependent  on  foreign  j 
trade  because  of  the  interest  charges  on  its  huge  ex¬ 
ternal  debt,  totaling  185.3  in  London  and 

;^i6.o  million  in  the  United  States.’*  The  total 
overseas  interest  commitments  of  the  Common-  j 
wealth  and  State  governments,  as  well  as  other  I 
public  bodies,  are  estimated  at  approximately  ^22  | 
million  for  1939-1940.’^  To  meet  these  charges,  the  [ 
Commonwealth  is  compelled  to  maintain  large  ex-  ^ 
port  surpluses  of  merchandise,  silver  and  gold.  Its  ’ 
net  excess  of  exports  and  gold  production  over  im¬ 
ports  totaled  ;^36,684,ooo  in  1937,  11,133,000  in 

1938,  and  ^^9,807,000  in  1939.’^  Although  Australia 
in  1939  had  a  merchandise  import  surplus  for  the 
first  time  since  1930,  its  record  gold  output,  totaling 
^11,662,000,  relieved  the  strain  on  its  international 
balance  of  payments.  As  over  one-half  its  normal 
exports  go  to  the  United  Kingdom  and  an  addition¬ 
al  one-fifth  to  Europe  and  North  America,  the 
Commonwealth  requires  extensive  naval  protection 
for  its  trade  routes.  British  sea  power  is  equally 
vital  for  defense  of  the  Commonwealth’s  political 
and  social  institutions,  since  its  population  of  6,946,- 
439,’'*  occupying  a  continent  only  slightly  smaller 
than  the  United  States,  is  determined  to  maintain 
its  “White  Australia”  policy  and  to  limit  immigra¬ 
tion  primarily  to  Anglo-Saxon  stock. 

Australia’s  military  preparations  have  been  de¬ 
signed  for  both  home  defense  and  assistance  to 

49.  Cf.  W.  G.  K.  Duncan,  ed.,  Australia's  Foreign  Policy 
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Great  Britain  in  Europe  or  elsewhere.”  Prime  Min- 
i-  ister  R.  G.  Menzies  established  a  War  Cabinet  of 
i-  six  members  on  September  15,  and  announced  that 
le  defense  expenditures  in  the  fiscal  year  ending  June 
^0,  1940  would  total  £A  40,000,000,  in  contrast  to 
b-  the  £A  15,600,000  spent  in  the  first  year  of  the 
id  World  War.  The  Army  is  now  training  six  divi- 
ly  sions;  one  of  20,000  volunteers  for  long-term  service 
le  at  home  or  abroad;  and  five  of  80,000  militiamen, 
ly  given  four  months’  training  in  two  groups  of 
y,  40,000.  A  militia  of  80,000  will  be  maintained  by 
sr  '  conscription,  which  had  been  abolished  in  1929,  be- 
I  ginning  with  the  enlistment  of  all  single  men  21 
i  years  of  age. 

Similar  expansion  is  under  way  in  the  Navy, 
which  now  consists  of  six  cruisers  and  other  small 
gj  craft.  In  addition  to  requisitioning  30  merchant 
[j.  i  vessels,  the  Commonwealth  plans  to  construct  3 
jj.  destroyers,  4  coastal  defense  vessels,  in  addition  to 
j2  2  sloops  and  2  boom-defense  vessels  already  build- 
jg  ing.’^  Navy  personnel  is  being  increased  from  5,000 
X.  to  10,000.  Australia’s  most  significant  contribution, 
(5  ]  however,  is  in  aviation,  for  its  Air  Force  will  have 
[j.  been  increased  to  19  squadrons  by  June  1940,  one 
Ij,  year  ahead  of  schedule.  The  Air  Minister,  Mr.  J.  V. 
jg  Fairbairn,  declared  in  December  1939  that  Aus- 
gg  tralia  would  train  20,000  pilots  in  addition  to  its 
jg  participation  in  the  Empire  project  in  Canada.” 
g[  The  Commonwealth  on  September  20  offered  to 
g|  send  the  United  Kingdom  an  air  expeditionary 
[j.  force  of  4  bombing  squadrons  and  2  fighter  squad- 
gg  rons,  with  personnel  totaling  3,200  men,  including 
)j,  j  first  reinforcements.’®  As  a  result  of  the  decision  to 
]y  initiate  the  Empire  air  training  scheme  in  Canada, 
•gj  however,  it  was  announced  on  October  31  that  the 
5.  Commonwealth  Government  would  not  proceed 
gj.  with  this  project  for  an  expeditionary  force  of  6 
in  squadrons.”  The  nine  Sunderland  flying  boats 
•g.  ordered  in  Great  Britain  before  the  outbreak  of  war 
were  formed  into  an  Australian  squadron  for  ser- 
vice  with  the  Royal  Air  Force.  Some  of  the  per- 
sonnel  for  the  squadron  were  in  Britain,  and  the 
remainder  arrived  there  on  December  26.^® 

To  bulwark  these  military  preparations,  Australia 
us-  has  undertaken  an  extensive  mobilization  of  its  eco- 
PP’  nomic  resources.  The  Prime  Minister  has  instituted 
an  Economic  Cabinet  to  study  the  effect  of  the  war 
of  on  the  national  economy,  and  to  arrange  for  sup- 
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plies  to  Great  Britain.^*  A  Ministry  of  Supply  was 
established  in  June  1939,  with  the  power  to  limit 
or  control  profits  and  the  obligation  to  protect  trade 
union  practices.^^  A  Price  Control  Commission  was 
promptly  established  after  the  outbreak  of  war. 
With  powers  of  a  legal  tribunal  to  examine  wit¬ 
nesses  and  books.'’*  The  prices  of  numerous  com¬ 
modities  were  fixed  at  their  August  31  level,  and 
were  not  to  be  raised  without  approval  by  the 
Commissioner.  The  Treasurer  was  empowered  to 
acquire  all  foreign  securities  and  other  assets  held 
by  Australians  outside  the  British  Empire,  and  to 
approve  the  transfer  from  Australia  of  all  domestic 
and  foreign  securities.^  On  December  i  severe  re¬ 
strictions  were  placed  on  imports  from  non-sterling 
countries;  licenses  were  to  be  required  for  over  400 
categories  of  goods,  important  articles  being  lim¬ 
ited  to  1938-1939  levels  and  unimportant  articles 
being  prohibited.^’ 

With  regard  to  economic  potential,  Australia  can 
contribute  numerous  pastoral  and  agricultural 
products  to  the  Empire  cause.  Its  principal  exports 
in  1938-1939  were  as  follows:  (in  millions)  wool, 
£A  42.7;  wheat  and  flour,  £K  13.3;  butter, 
£A  12.9;  sugar,  £A  4.2;  meats,  £K  11.8;  hides 
and  skins,  £A  4.1;  lead,  £A  4.3;  dried  fruits, 
£A.  2.9;  fresh  fruits,  £A  2.0.^^  The  British  govern¬ 
ment  agreed  in  September  to  purchase  Australia’s 
entire  exportable  surplus  of  wool,  wheat,  meat, 
canned  and  dried  fruits,  sugar,  eggs  and  butter.^^ 

Wool.  i\.ustralia,  the  world’s  largest  wool  producer, 
has  averaged  slightly  less  than  one  billion  pounds 
(greasy)  during  the  past  six  years,  of  which  approxi¬ 
mately  7  per  cent  is  retained  for  local  consumption.^® 
The  United  Kingdom  has  taken  35  per  cent  of 
Australia’s  total  exports  in  recent  years,  or  277,210,184 
pounds  (greasy)  out  of  759,174,375  in  1936-1937,  and 
294,411,888  out  of  721,826,953  pounds  in  1937-1938. 
It  also  took  almost  half  of  Australia’s  exports  of 
scoured  and  washed  wool,  which  totaled  72,309,271 
pounds  in  1936-1937  and  61,664,498  in  1937-1938. 

Wheat.  Australian  wheat  production  has  averaged 
over  100  million  bushels  during  the  past  17  years — 
including  a  record  crop  of  213.9  million  bushels  in 
1932-1933.  It  totaled  1 5 1. 4  million  bushels  in  1936- 
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1937,  188  million  bushels  in  1937-1938,  and  182.6 
million  bushels  (preliminary  estimate)  in  1938-1939.*’^ 
Acres  in  production  reached  12,484,512  in  1915-1916, 
fell  to  6,419,160  in  1919-1920,  and  rose  again  to  18 
million  in  1930-1931.  In  1936-1937,  the  United  King¬ 
dom  took  44  million  bushels  of  Australia’s  total  ex¬ 
ports  of  71,8  million  bushels  of  wheat;  and  177,329 
tons  of  Australia’s  total  exports  of  564,778  tons  of  flour. 

Meats.  Australia’s  exports  of  chilled  and  frozen 
meats  totaled  10,331,840  in  1936-1937  and  12,- 
250,031  in  1937-1938.^°'^*  The  country  in  1936-1937 
produced  1,234,839,000  pounds  of  beef,  of  which  240,- 
831,000  pounds  were  exported — frozen,  chilled,  or 
canned — approximately  90  per  cent  going  to  the 
United  Kingdom.  In  1936-1937  the  United  Kingdom 
took  98  per  cent  of  Australia’s  exports  of  frozen  lamb, 
totaling  162,885,887  pounds,  and  frozen  mutton  to¬ 
taling  45,572,359  pounds. 

Fruits.  The  United  Kingdom  ordinarily  takes  the 
largest  portion  of  Australia’s  exports  of  dried  fruits, 
totaling  120,407,681  pounds  valued  at  ;^A  2,059,358  in 
1936-1937,  and  145,759,793  pounds  valued  at  2,682,- 
352  in  1937-1938.^’  It  shared  heavily  in  Australia’s 
exports  of  canned  fruits,  which  totaled  86,498,134 
pounds  valued  at  ;^A  1,287,962  in  1937-1938. 

Dairy  Produce.  Australian  exports  of  eggs  in  shell, 
chiefly  to  the  United  Kingdom,  have  ranged  in  re¬ 
cent  years  from  21.7  million  dozen  (valued  at 
1,148,254)  in  1934-1935,  to  1 1.2  million  dozen  (valued 
at  /^A  686,713)  in  1937-1938.  Of  its  production  of 
butter  in  1936-1937,  totaling  396.2  million  pounds, 
Australia  exported  174.3  million,  largely  to  the  United 
Kingdom.  Of  the  1936-1937  cheese  output,  totaling 
44.7  million  pounds,  it  exported  13.9  million  pounds. 

Sugar.  Australia’s  production  of  sugar — almost  en¬ 
tirely  sugar-cane — ^averaged  598,432  tons  during  the 
ten  years  1928-1937,  reaching  782,834  tons  in  1936- 
1937.  Over  half  this  output,  405,771  tons,  was  ex¬ 
ported,  at  a  value  of  ;^A  2,887,589. 

Pastoral  and  agricultural  products  dominate  Aus¬ 
tralia’s  economic  potential,  but  minerals  and  manu¬ 
factures  will  prove  of  greater  importance  than  in 
1914.  The  Commonwealth  has  greatly  increased  its 
gold  production  in  recent  years,  and  exported  1,341,- 
988  cwt.,  valued  at  11,660,562,  in  1936-1937.  Its 
exports  of  lead  in  1936-1937  totaled  3,426,736  cwt.  at 
a  value  of  ^(^A  4,736,992;  its  exports  of  zinc  amount¬ 
ed  to  955,501  cwts.,  or  ;^A  1,314,026.  Its  total  exports 
of  metals  and  metal  manufactures  other  than  gold 
and  silver,  were  valued  at  ;^A  8,974,585  in  1937-1938. 
Although  Australia  is  deficient  in  heavy  industry, 
it  had  a  modern  steel  industry  and  airplane  manu- 

69.  Christian  Science  Monitor,  December  28,  1939. 

70-71.  Commonwealth  Bureau  of  Census  and  Statistics,  Oversea 
Trade  and  Customs  and  Excise  Revenue,  1937-38  (Canberra, 
1939).  P-  590. 

72.  Oversea  Trade  and  Customs  and  Excise  Revenue,  1937-38, 
cited,  pp.  590-96. 


facturing  plant  in  operation  before  the  outbreak  of 
war.  Its  manufacturing  capacity — particularly  in 
factories  that  can  be  converted  to  production  of 
light  arms  and  ammunition,  motorized  equipment, 
and  airplanes — is  considerably  greater  than  in  1914. 
The  Government,  for  example,  recently  announced  | 
a  new  subsidy  plan — with  an  allocation  of  ^A  i,- 
500,000  —  for  the  automobile  industry,  providing 
per  engine  for  the  first  20,000  units  of  15 
horsepower  or  more,  and  progressive  bounties  up 
to  60,000  units.^^'^’ 

NEW  ZEALAND 

The  Dominion  of  New  Zealand,  with  an  area  of 
103,415  square  miles — one-seventh  more  than  the 
area  of  Great  Britain — and  a  population  totaling 
only  1,624,717  in  1939,  depends  even  more  than 
Australia  on  the  power  and  prestige  of  Great 
Britain.’*^  While  the  country  is  sufficiently  remote 
from  any  potential  enemy  to  be  in  no  immediate 
danger  of  invasion,  it  must  rely  ultimately  on  the 
British  navy  to  defend  its  territory  and  trade 
routes.^^  Foreign  trade  dominates  every  aspect  of 
New  Zealand’s  economy,  especially  because  of  in¬ 
terest  charges  on  the  public  debt  of  156,857,000 
held  in  London.^®  New  Zealand’s  exports  totaled 
;(^NZ  66.7  million  in  1937  and  ;^NZ  58.3  million  in  1 
19^8;  its  imports  were  ;(^NZ  56.1  million  and  1 
;^NZ  55.4  million,  respectively.^^  Of  New  Zealand’s  1 
exports  in  1938,  84.2  per  cent  went  to  the  United  ( 
Kingdom,  and  6.6  per  cent  to  other  British  coun-  « 
tries;  of  its  imports  in  1938,  47.9  per  cent  came  r 
from  the  United  Kingdom,  and  25.7  per  cent  from  c 
other  British  countries.  New  Zealand  has  succeeded  I 
in  excluding  Asiatics,  moreover,  through  restrictive  |  t 
immigration  laws;  the  population  in  1936  contained  |  $ 
94.33  per  cent  European  stock,  chiefly  British;  523 1  t 
per  cent  Maoris,  and  only  0.44  per  cent  of  other  I . 
races.®®  ■  r 

The  New  Zealand  government,  which  has  of-  '  " 
fered  Great  Britain  an  infantry  division  for  overseas  *  i 
service,  has  already  enlisted  7,000  men  on  a  volun-  ^ 
tary  basis  and  has  increased  its  militia  from  9,500  ^ 

73-75-  Christian  Science  Monitor,  December  29,  1939-  tc 

76.  Cf.  Contemporary  New  Zealand:  A  Survey  of  Domestic  ((■ 

and  Foreign  Policy  (New  York,  Oxford  University  Press,  for  the 
New  Zealand  Institute  of  International  Affairs,  1938).  ^ 

77.  Cf.  Ian  F.  G.  Milner,  New  Zealand’s  Interests  and  Policies 
in  the  Far  East  (New  York,  Institute  of  Pacific  Relations,  1938)  t 

78.  The  New  Zealand  Official  Year-Booh,  1939,  cited,  pp.  5®|'  [  15 

504.  The  British  share  represents  54  per  cent  of  the  total  publk  ^ 
debt  of  ;(|  290,201,000.  !  j 

79.  New  Zealand,  Census  and  Statistics  Department,  Pocket  ^ 

Compendium  of  New  Zealand  Statistics,  1939  Issue  (Welling  *5 
ton,  1939).  P-  77-  *8 

80.  Contemporary  New  Zealand,  cited,  p.  23.  8? 
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of  to  35,ooo.®‘  On  May  22,  1939  the  Prime  Minister, 
in  Mr.  Michael  J.  Savage,  urged  all  able-bodied  men 
of  from  20  to  55  to  register  in  the  National  Military 
It,  i  Reserve,  and  later  appointed  50  committees  to  plan 
14.  ^  every  aspect  of  Dominion  defense.®^  The  Govern¬ 
ed  !  ment  expected  to  have  10  training  centers  in  readi- 
I,-  ness  early  in  1940,  at  a  cost  of  2  million.®*  New 
ng  Zealand  placed  its  naval  forces  under  the  direction 
15  of  the  British  Admiralty,  and  one  of  its  cruisers — 
up  the  Achilles — took  part  in  the  defeat  of  Germany’s 
pocket  battleship  Graf  Spec  on  December  13, 1939.’’'* 
Like  Canada  and  Australia,  however.  New  Zea¬ 
land  is  devoting  particular  attention  to  air  defense, 
having  already  expanded  its  plans  to  train  1,300 
of  pilots  and  technicians  annually  for  overseas  ser- 
he  vice.®’  Training  of  its  first  pilots  has  been  com- 
ng  pleted,  and  the  air  force  is  now  four  times  its  peace- 
an  i  time  strength.  The  two  Oceanic  Dominions  are  co- 
:at  '  operating  in  the  construction  of  Empire  air  bases 
ate  ;  on  South  Pacific  islands;  New  Zealand  is  preparing 
ate  I  a  military  flying  field  on  Kermadec  Island,  Aus- 
;he  ‘  tralia  on  Lord  Howe  Island,  and  Britain  at  Fiji.®^ 
ide  Estimating  that  these  defense  preparations  will 
of  ;  rquire  an  expenditure  during  the  1939-1940  fiscal 
in-  i  year  of  ;^NZ  9,750,000 — army,  ;^NZ  5  million;  air 
xx)  I  force,  ;^NZ  3.5  million;  navy,  ^TNZ  1.25  million — 
led  and  from  ;^NZ  20  million  to  ^i^NZ  30  million  an- 
in  nually  for  the  remainder  of  the  war,  the  Govern- 
nd  ment  raised  death  duties  by  one-third  and  income 
id's  i  taxes  by  15  per  cent,  and  introduced  higher  taxes 
ted  on  beer,  wines  and  spirits,  and  tobacco.®’  The  Gov- 
un-  ernment,  moreover,  anticipated  that  in  the  next  six 
me  months  it  would  have  to  raise  about  ;^NZ  4,142,- 
om  000  in  public  loans  or  credits  from  the  Reserve 
led  Bank.  For  New  Zealand,  as  for  Canada  and  Aus- 
ive  tralia,  participation  in  the  European  war  involves 
led  I  severe  financial  burdens,  because  of  the  increase  in 
123  I  the  public  debt  and  dislocation  of  foreign  trade, 
her  I  .'.Ithough  New  Zealand’s  debt  in  London  had  been 
reduced  from  160,908,000  in  1934  to  ;^i56,857,ooo 
of.  in  1938,  the  Dominion  was  compelled  to  refund  a 
teas  {17,191,000-issue  maturing  on  January  i,  1940  on 
un-  somewhat  adverse  terms.  After  prolonged  negotia- 
500  hons  in  London,  the  Finance  Minister,  Mr.  Walter 
!  Nash,  arranged  a  conversion  issue  of  16,000,000, 
to  be  redeemed  before  January  i,  1945,  and  agreed 
'0  tcpay  the  remainder  out  of  sinking  funds.®®  The 

liciei  '  Bulletin  of  International  News,  September  19,  Octo- 
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[ling  85.  Ibid.,  December  20,  1939. 
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British  government  agreed  to  provide  ^^5,000,000  in 
export  credits  to  aid  New  Zealand’s  defense  pro¬ 
gram,  but  limited  its  financial  assistance  for  the 
Dominion’s  import  trade  to  4,000,000  in  credits. 

Government  regulation  of  the  national  economy 
had  previously  been  so  widespread  in  New  Zealand 
that  fewer  wartime  measures  were  necessary  than  in 
other  Dominions.  In  December  the  Government 
imposed  its  third  set  of  restrictions  on  imports,  in 
order  to  improve  its  position  in  British  Empire  trade 
and  to  accumulate  exchange  with  which  to  meet 
its  obligations  in  London.  Importation  of  certain 
goods,  which  previously  had  been  admitted  under 
a  quota  system  based  on  1938  levels,  was  pro¬ 
hibited;  and  other  articles,  previously  unrestricted, 
were  limited  to  imports  from  British  countries  or 
diminished  in  volume.®’’  The  Government,  more¬ 
over,  secured  direct  control  of  the  Reserve  Bank, 
which  hitherto  had  been  controlled  by  directors  ap¬ 
pointed  by,  but  independent  of,  the  Finance  Minis¬ 
ter.’*®  The  Reserve  Bank’s  gold  was  to  be  revalued, 
with  the  profit  accruing  to  the  Government,  and 
gold  reserve  margin  of  25  per  cent  abolished. 

As  in  the  World  War,  New  Zealand’s  chief  eco¬ 
nomic  contribution  will  consist  of  pastoral  and  agri¬ 
cultural  exports,  which  accounted  for  96.1  per  cent 
of  the  Dominion’s  export  trade  in  1937.  Great  Brit¬ 
ain  agreed  in  October  to  purchase  New  Zealand’s 
entire  wool  clip  for  the  duration  of  the  war  and  one 
year  thereafter,  and  its  entire  exportable  surplus  of 
meats,  at  prices  based  on  the  previous  year’s  aver¬ 
age.”*  After  refusing  to  take  the  Dominion’s  dairy 
products  at  the  prices  now  guaranteed  to  farmers 
by  the  government,  Great  Britain  agreed  to  buy 
115,000  tons  of  New  Zealand  butter  and  84,000  tons 
of  cheese  next  year  at  somewhat  more  than  the 
prices  paid  in  Australia.”^ 

Wool.  New  Zealand,  ranking  fourth  in  world  pro¬ 
duction,  has  maintained  a  high  output  in  recent  years 
— 304  million  pounds  (greasy)  in  1935-1936,  303 
million  pounds  in  1936-1937,  and  313  million  pounds 
in  1937-1938,  of  which  only  6  to  7  million  {X)unds  was 
consumed  locally.”* 

Meats.  New  Zealand  normally  supplies  over  half 
of  the  United  Kingdom’s  imports  of  frozen  mutton. 
Sheep  slaughtered  totaled  1,785,800  cwts.  in  1937  and 
1,982,100  cwts.  in  1938;  exports  amounted  to  837,- 
876  cwts.  in  1937  and  925,294  cwts.  in  1938.^^  Lambs 

88.  I  hid.,  July  27,  1939. 
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slaughtered  totaled  2,840,700  cwts.  in  1937  and  3,- 
040,700  cwts.  in  1938;  exports  amounted  to  2,596,511 
cwts.  in  1937  and  2,753,188  cwts.  in  1938.  Beef 
slaughtered  amounted  to  2,764,655  cwts.  in  1937  and 
3,196,050  in  1938;  exports  totaled  712,987  in  1937  and 
990,012  in  1938.  New  Zealand  pig  production,  supply¬ 
ing  56  per  cent  of  the  United  Kingdom  market,  to¬ 
taled  920,500  cwts.  in  1938,  with  exports  equalling 
584,242  cwts. 

Dairy  Products.  New  Zealand's  dairy  industry  nor¬ 
mally  supplies  almost  one-third  of  the  United  King¬ 
dom  butter  market  and  over  half  its  cheese  market. 
The  Dominion’s  exports,  chiefly  to  the  United  King¬ 
dom,  were  as  follows:  butter,  2,976,000  cwts.  in  1937 
and  2,615,000  cwts.  in  1938;  cheese,  1,647,160  cwts. 
in  1937  and  1,611,000  cwts.  in  1938.^' 

UNION  OF  SOUTH  AFRICA 

The  outbreak  of  war  in  Europe  created  a  division 
in  the  South  African  Cabinet,  headed  by  General 
J.  M.  B.  Hertzog  (Prime  Minister,  External  Af¬ 
fairs)  and  General  Jan  C.  Smuts  (Deputy  Prime 
Minister,  Justice).  This  government  was  formed  in 
1933  by  the  United  party,  which  represented  a  coali¬ 
tion — and  later,  a  fusion — of  the  Nationalist  party, 
led  by  General  Hertzog,  and  the  South  African 
party,  headed  by  General  Smuts.^^  The  major  dif¬ 
ferences  between  the  two  parties  were  compromised 
in  a  platform  which  provided  that  South  Africa 
should  continue  its  connection  with  the  British 
Commonweatlh,  but  accept  no  derogation  in  status 
and  assume  no  external  obligations  contrary  to  its 
interests.  The  extreme  wing  of  each  party,  however, 
remained  outside  the  fusion:  the  strongly  republican 
Nationalist  party,  under  Dr.  D.  F.  Malan,  which 
advocated  greater  autonomy;  and  the  Dominion 
party,  which  opposed  any  weakening  of  the  Com¬ 
monwealth  relationship.  In  1934  Parliament  enacted 
the  Status  of  Union  Act,  which  declared  the  Union 
a  “sovereign  independent  State”  and — in  accor¬ 
dance  with  the  Statute  of  Westminster  of  1931 — 
vested  all  legislative  authority  in  the  Parliament 
and  executive  power  in  the  King,  acting  on  advice 
of  his  South  African  Ministers.’^  In  recent  years, 
however,  the  issue  of  Commonwealth  relationship 
was  somewhat  overshadowed  by  the  Union’s  alarm 
at  widespread  Nazi  penetration  of  both  South 
Africa  and  its  mandate,  and  fear  that  Germany 
would  demand  the  return  of  all  African  colonics 
lost  in  the  World  War.^® 

95.  Calendar  year.  Pocket  Compendium  of  New  Zealand 
Statistics,  cited,  p.  74. 

96.  Cf.  The  British  Empire  (New  York,  Oxford  University 
Press,  for  the  Royal  Institute  of  International  Affairs,  1937), 
pp.  58-81. 

97.  Cf.  Robert  B.  Stewart,  Treaty  Relations  of  the  British 
Commonwealth  (New  York,  Macmillan,  1939),  pp.  12-13. 


On  September  4,  1939  Prime  Minister  Hertzog  I 
introduced  in  Parliament  a  motion  favoring  con-  f 
tinuance  of  diplomatic  relations  with  Germany.”  { 
General  Smuts  strongly  advocated  belligerency,  and  j 
defeated  the  measure  by  a  vote  of  80  to  67.  General ) 
Hertzog  immediately  resigned  the  Premiership,  i 
which  was  assumed  by  General  Smuts.  After  the  1 
House  of  Assembly  later  defeated,  81  to  59,  a  resolu-  [ 
tion  for  ending  the  war.  General  Hertzog  and  Dr.  I 
Malan  agreed  to  unite  their  factions  into  a  Na- ! 
tional  Peoples’  party  and  to  advocate  a  republican  ' 
form  of  government. j 
Following  the  declaration  of  war,  the  new  Gov¬ 
ernment  accelerated  preparations  for  coastal  defense 
and  air  training,  but  asserted  that  it  would  avoid 
conscription  and  the  organization  of  an  overseas 
expeditionary  force.*®'  At  the  outbreak  of  war,  the 
total  of  infantry  immediately  available  was  esti- ' 
mated  at  28,000  and  of  those  available  within  three  i 
months  at  53,000.*®’  The  Government’s  present 
plans  call  for  a  mobile  striking  force  of  50,000,  an 
auxiliary  corps  of  35,000  to  45,000  riflemen  and 
scouts,  and  squadrons  of  bombing  and  fighter 
planes.*®^  In  the  first  four  weeks  of  war,  70,000  citi-  ' 
zens  signed  the  voluntary  national  register,  and  | 
more  than  20,000  for  the  women’s  auxiliary  ser-  .  1 
vices.*®'*  Training  of  the  air  pilots  and  technicians  ' 
has  shown  even  greater  progress.  ' 

The  Union  of  South  Africa  can  furnish  Great  < 
Britain  with  important  mineral  and  pastoral  prod-  ! 
ucts.  Gold  has  long  been  South  Africa’s  outstand-  j  i 
ing  product:  its  exports  totaled  11,768,913  fine !  c 
ounces,  valued  at  ^^82,751, 159  in  1937;  and  6,839,940 1  1 
ounces,  valued  at  >C47’995»255  —  P^***  2,821,207  ( 
ounces,  worth  20,7 14,902,  of  earmarked  gold— in  I 

1938.*®'  The  Union’s  exports  of  wool  amounted  in  i 
1938  to  224,404,095  pounds,  of  which  40.9  per  cent  >  t 
went  to  the  United  Kingdom.  Other  South  African  *  ti 
exports  in  1938  included  fresh  and  dried  fruit,  v 
million;  cut  and  uncut  diamonds,  ^(^2.4  million;  S 
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sugar,  £2.0  million;  and  corn,  ;^i.3  million.  Its  ex¬ 
ports  of  hides  and  skins  totaled  18,595,082  pounds, 
and  its  exports  of  coal  totaled  990,500  tons,  out  of  a 
total  production  of  20,511,690  tons.  South  Africa 
also  produces  minerals  of  military  importance :  cop¬ 
per,  manganese  ores,  asbestos  and  chrome  ores. 

The  Union’s  industrial  capacity  has  greatly  in¬ 
creased  since  1914.  In  its  9,289  factories,  employing 
269,176  persons,  the  gross  value  of  production  in 
1935.1936  totaled  133,766,501,  while  net  output 
totaled  ^^61,709,742.*°^  The  Government  has  pro¬ 
moted — through  the  issue  of  guaranteed  debentures 
and  appointment  of  four  of  the  seven  directors — 
heavy  steel  works  at  Pretoria,  the  capacity  of  which, 
reaching  170,000  tons  annually  in  1935,  was  in¬ 
creased  recently.*®^  South  Africa  is  expected  to  pro¬ 
duce  airplane  engines  in  the  immediate  future,  and 
eventually  finished  airplanes. 

EIRE 

The  position  of  Eire  with  regard  to  the  British 
Commonwealth  is  now  distinctly  anomalous.*®® 
The  Government’s  decision  to  adopt  neutrality  in 
the  European  war  was  announced  by  Premier 
Eamon  de  Valera  on  September  i,  and  approved  by 
the  Dail  on  the  following  day.*°^  This  procedure 
was  in  accordance  with  the  Constitution  of  1937, 
which  declares  that  Eire  is  “a  sovereign,  indepen¬ 
dent,  democratic  State”  and  requires  (Article  28, 
Section  3)  that  “war  shall  not  be  declared  and  the 
State  shall  not  participate  in  any  war  save  with  the 
consent  of  Dail  Eireann.”  In  December  1922  the 
Imperial  Parliament  had  passed  the  Irish  Free  State 
(Constitution)  Act,  which  approved  the  Anglo- 
Irish  Treaty  of  December  6, 1921 — granting  Ireland 
the  equivalent  of  Dominion  status,  but  allowing 
the  six  counties  of  Northern  Ireland  the  privilege 
to  remain  part  of  the  United  Kingdom  —  and 
validated  the  Constitution  of  the  new  Free 
State.**®  To  secure  greater  autonomy,  the  Dail — at 
the  time  of  the  abdication  of  King  Edward  VIII — 
abolished  the  office  of  Governor-General,  and  re¬ 
pealed  the  provision  of  the  Constitution  which 
vested  executive  authority  in  the  King,  while  al- 
I  lowing  the  King  to  act  on  the  Free  State’s  behalf 
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in  external  affairs.***  Under  the  new  Constitution, 
which  became  effective  on  December  29,  1937,  ex¬ 
ecutive  authority  in  respect  of  internal  affairs  is 
vested  in  the  President,  who  appoints  the  Prime 
Minister  and  other  members  of  the  government, 
but  the  King’s  position — by  implication  at  least — 
was  apparently  left  unchanged  with  regard  to  ex¬ 
ternal  relations. 

Anglo-Irish  relations,  which  had  been  jeopar¬ 
dized  by  the  tariff  war  begun  in  1932,**^  were  con¬ 
siderably  improved  in  1938,  when  Premier  de 
Valera  and  Mr.  Malcolm  Macdonald,  Dominions 
Secretary  of  the  United  Kingdom,  negotiated  a 
final  settlement  of  several  outstanding  issues.  The 
first  of  the  three  agreements  signed  on  April  25, 
1938  provided  that  Great  Britain  should  transfer  to 
Eire  its  three  naval  bases  at  Berehaven,  Cobh  and 
Lough  Swilly.**^  This  arrangement  meant  the 
withdrawal  of  the  last  British  troops  remaining  in 
Eire.  Under  a  far-reaching  financial  agreement,  Eire 
agreed  to  pay  the  United  Kingdom  the  sum  of 
£  10,000,000  in  settlement  of  all  previous  claims — in¬ 
volving  primarily  the  land  annuities  of  approx¬ 
imately  ;^3,50o,ooo  which  Mr.  de  Valera  had  sus¬ 
pended  in  1932.*  *“*  The  Eire  government  also  prom¬ 
ised  to  continue  its  annual  payments  of  ^^250,000 
for  property  damage  during  “the  trouble.”  The  two 
countries  contracted  to  eliminate  the  discriminatory 
customs  duties  which  had  been  used  in  their  tariff 
war,  and  signed  a  commercial  agreement  which  ef¬ 
fected  extensive  reductions  and  brought  Eire  within 
the  framework  of  the  Ottawa  agreements.'*' 

The  settlement  of  1938  failed,  however,  to  meet 
Premier  de  Valera’s  demand  for  the  union  of  Eire 
and  the  six  counties  of  Northern  Ireland,  which — 
under  the  Treaty  of  1922 — had  decided  to  remain 
part  of  the  United  Kingdom.  Dublin  officials  have 
frequently  charged  that  the  Protestant  government 
in  Ulster,  headed  by  Viscount  Craigavon,  mistreats 
and  discriminates  against  the  Catholic  minority, 
which  constitutes  about  one-third  of  the  population. 
Despite  Mr.  de  Valera’s  insistence  that  the  “parti¬ 
tion”  of  Ireland  be  ended  by  peaceful  means,  ex¬ 
tremists  in  Eire  revived  the  Irish  Republican  Army, 
and  in  1939  began  a  series  of  bombings  in  British 
cities.  After  Britain  had  combatted  this  outbreak  of 
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violence  with  arrests  and  deportations,  the  dc  Val¬ 
era  government  established  on  August  25,  1939  a 
special  criminal  court — composed  of  five  Army  offi¬ 
cers — to  deal  with  offenders  against  the  public 
safety."*^  After  an  armed  band  raided  a  Dublin 
arsenal  on  December  23  and  seized  over  a  million 
rounds  of  ammunition,  the  Government — fearing 
further  outbreaks  of  violence,  partly  financed  in  the 
United  States — called  Parliament  into  special  ses¬ 
sion  and  requested  emergency  powers  to  intern  any 
persons  suspected  of  treason  without  trial,"^  After 
the  measure  had  been  passed  within  two  days  by 
both  the  Dail  and  Senead,  it  was  referred  by  Pres¬ 
ident  Douglas  Hyde — in  consultation  with  the 
Council  of  State — to  the  Supreme  Court  for  de¬ 
cision  as  to  its  constitutionality."® 

To  suppress  this  incipient  rebellion  and  defend 
its  neutrality,  Eire  was  compelled  to  expand  its 
armed  forces.  Anticipating  a  deficit  of  1,620,000 
in  the  present  fiscal  year,  the  Government  increased 
the  income  tax  by  is  to  6s  6d  in  the  and  raised 
both  surtaxes  and  estate  duties."^  It  also  increased 
the  excise  and  customs  duties  on  sugar,  tobacco, 
beer  and  whiskey. 

To  supplement  its  domestic  agriculture.  Great 
Britain  will  undoubtedly  continue  in  wartime  its 
large  imports  of  Irish  livestock  and  dairy  products. 
In  1937-1938  Eire’s  agricultural  output  totaling 
;^49.6  million  was  divided  as  follows:  consumed  on 
farms,  /^j6.6  million,  or  33.6  per  cent;  other  home 
consumption,  ;^i5.6  million,  or  31.4  per  cent;  ex¬ 
ports,  17.3  million,  or  35  per  cent."®  Outstanding 
in  its  1937-1938  agricultural  production  were  cattle 
and  calves,  total  production  830,000  and  exports 
637,000,  valued  at  ^^7,947, 000;  wool,  total  produc¬ 
tion  13,688,000  pounds,  exports  11,016,000  pounds; 
pigs  total  production  1,306,000,  exports  578,000; 
poultry,  total  production  9,700,000  head,  exports  2,- 
550,000  head;  milk  for  industry,  total  production 
202,000,000  gallons,  exports  88,000,000  gallons,  valued 
at  ;^i, 980,000;  butter,  total  production  1,218,000 
cwts.,  exports  378,000  cwts;  eggs,  total  production 
91,890,000  dozen,  exports  25,630,000  dozen,  valued 
at  1,323,000."* 
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THE  BRITISH  DOMINIONS  AT  WAR 
COMMONWEALTH  UNITY 

Whatever  the  outcome  of  the  European  war  and 
the  ultimate  consequences  for  the  British  Common¬ 
wealth,  the  conflict  has  served  thus  far  to  strengthen 
the  political,  economic  and  moral  bonds  of  empire, 
The  four  overseas  Dominions,  which  were  free^ 
under  the  theory  of  the  divisibility  of  the  Crown- 
to  refuse  participation,  individually  and  voluntar¬ 
ily  advised  the  King  to  proclaim  their  belligerenq, 
Great  Britain  and  the  Dominions,  moreover,  have 
apparently  resumed  consultation  and  cooperation 
at  the  point  of  maximum  efficiency  reached  in 
1918.  In  November  1939  Commonwealth  con¬ 
sultations  were  undertaken  in  London  by  repre¬ 
sentatives  of  the  United  Kingdom,  Canada,  Aus¬ 
tralia,  New  Zealand,  South  Africa  and  India. 
It  can  hardly  be  doubted  that  these  four  Dominions 
will  not  only  continue  their  economic  support,  but 
will  eventually  contribute  man  power  if  necessary. 
Even  Canada  and  South  Africa,  which  are  reluc¬ 
tant  to  impose  conscription  or  organize  expedition¬ 
ary  forces,  would  probably  expand  their  military 
aid  if  a  defeat  of  Britain  seemed  imminent. 

The  ultimate  effects  of  the  war  on  the  political 
structure  of  the  Commonwealth  will  be  largely  con¬ 
ditioned  by  economic  developments.  Two  conflict¬ 
ing  tendencies  have  been  present  in  the  past  twenty 
years:  the  growth  of  economic  nationalism  in  each 
of  the  Dominions,  because  of  the  rise  of  local  in¬ 
dustries  and  consequent  demand  for  tariff  protec¬ 
tion;  and  the  growth  of  an  Empire  economy,  be¬ 
cause  of  the  desire  to  protect  the  sterling  currenq 
and  to  combat  competition  from  non-British  coun 
tries.  The  first  tendency,  a  direct  result  of  the 
World  War,  was  checked  in  the  Ottawa  agree 
ments  of  1932,  by  means  of  which  Great  Britain 
and  the  Dominions — through  imperial  preferences 
in  tariffs  and  quotas — considerably  increased  inter 
Empire  trade.  It  is  too  early  to  predict  whether  thi 
development  of  an  Empire  economy,  now  expand 
ed — by  means  of  the  Allied  Economic  Council  aini 
its  executive  subcommittees — to  include  the  Frend’ 
Empire,  will  continue  once  the  pressure  of  war  i‘ 
eliminated.  It  is  possible  that  economic  nationalisr 
might  reappear  in  the  different  Dominions,  if  the 
again  suffered  a  post-war  depression  because  c; 
overexpansion  of  agricultural  and  industrial  pre 
duction.  Both  the  political  and  economic  probler 
confronting  the  Commonwealth,  however,  await- 
military  decision  in  Europe. 
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